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Dear Ms. Salas:

On Tuesday, February 10, 1998, I met with Ms. Suzanne Tetreault and Ms. Paula
Silberthau, Office of General Counsel, to discuss Ameritech's position in the above
referenced docket. The attached material was used as part of our discussion.

Sincerely,
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cc: Suzanne Tetreault

Paula Silberthau



RECIPROCAL COMP~SATION TALKING POINTS
~B/CCP 97·30

Reciprocal compensation applies to "traffic that originates and
terminates within a local area."

FCC Has Always Treated ISP Traffic as Access Traffic

• Current treabnent of ISP traffic dates back to 1983 when FCC created the Part
69 access charge regime. FCC decided to exempt ESPs from having to pay
access charges. It did so on policy grounds - to avoid imposing rate shock on
a fledgling industry.

• Importantly, the FCC made it clear that it nevertheless considered ESP
traffic to be access traffic: IIAmong the variety of users of access service
are ... enhanced service providers[.)"

• Since then the FCC has continued to characterize ESP traffic as access traffic. In
1987, it issued an NPRM in which proposed to lift the ESP access charge
exemption. Obviously, it could not and would not have done so if it
considered this to be IIlocalli traffic. And lest there be any doubt, this is what
the Commission said in that NPRM:

IIWe are concerned that the charges currently paid by enhanced
service providers do not contribute sufficiently to the costs of the
exchange access facilities they use in offering their services to the
public. As we have frequently emphasized in our various access
charge orders, our ultimate objective is to establish a set of rules
that provide for recovery of the costs of exchange access used in
interstate service in a fair, reasonable, and efficient manner from
all users of access service, regardless of their designation as
carriers, enhanced service providers, or private customers.
Enhanced service providers, like facilities-based interexchange
carriers and resellers, use the local network to provide interstate
services. To the extent that they are exempt from access charges,
the other users of exchange access pay a disproportionate share
of the costs of the local exchange that access charges are
designed to cover." (2 FCC Red at 4306)

• The FCC ultimately had to maintain the ESP exemption due to
tremendous political pressure. The R&O cites policy grounds for



continuing the exemption. Never did it suggest that the traffic was
"local."

• More recently, in the Access Reform Order the Commission again cited policy
reasons to justify its decision to continue exempting ISPs from the access
charge regime. It noted, for example, that, even with access reform, access
charges are not, in all respects, cost-based. It also stated that LECs hadn't
shown that they would face uncompensated costs if ISPs continued not to pay
access charges - a statement which, of course, is absurd if ISP traffic is not
only exempt from access charges, but triggers recip comp obligations.

• Notably absent from these decisions is a determination that traffic to ISPs is,
in fact local traffic, rather than access traffic. Instead, in each case, the
Commission granted or perpetuated an exemption from the access charge
regime based solely on pragmatic and political considerations regarding the
impact of existing access charges on the ISP industry. Moreover, in each case,
the Commission specifically held out the possibility that access charges, albeit
perhaps a modified, more cost-based access charge might be applied in the
future.

• The OPP Working Paper "Digital Tornado" recognizes that ISPs do not now
pay access charges because of this access charge exemption:

"Because Internet access is understood to be an enhanced service
under FCC rules, ISPs are treated as end users, rather than
carriers, for purposes of the FCC's interstate access charge rules.
This distinction, created when the FCC established the access
charge system in 1983, is often referred to as the "ESP
exemption." (at 50)

Calls to ISPs are not separate, "local" calls, but part of a
single, interstate transmission

• CLECs - ignoring the reason ISPs do not pay access charges - claim that an
Internet call actually consists of two calls - the call to the ISP and a separate
call from the ISP to the Internet. They argue that an ISP's use of LEC facilities
is analogous to a call to a librarian, who checks on the availability of a book
by querying a database, or a travel agent, who makes another call to make a
reservation and then relays the information back to the customer. These
claims are wrong.

• They are inconsistent with FCC's own characterization of Internet traffic,
wherein FCC made it clear that the user (not the ISP) accesses the Internet:
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Non-Accountin& SafelWards Order: liThe Internet is an
interconnected global network of thousands of interoperable
packet-switched networks that use a standard protocol ... to
enable information exchange. An end-user may obtain access to
the Internet from an Internet service provider, by using dial-up
or dedicated access to connect to the Internet service provider's
processor. The Internet service provider, in tum, connects the
end-user to an Internet backbone provider that carriers traffic to
and from other Internet host sites."

opp Workin& Piper 29 (Pilital Tornado) describes in various
places how users access internet sites (e.g. at 45: "One Internet
"call" may connect the user to information both across the street
and on the other side of the world[.]" "Users generally ... access
various Internet sites during the course of a single connection.")
(See also at 18)

• They are also flatly inconsistent with longstanding principle that for purposes
ofdetennining the boundaries ofacommunication, a communication "tenninates" at
its ultimate destination, not at an intennediate switching point.

• Teleconnece LEes argued that service involved 2 calls because user
had to dial two different numbers and since first end was provided by
contract between AT&T and Teleconnect and second end was
provided by contract with customer.

Teleconnect background: When the CCl was first established, the originating and
terminating CCl charges were the same. During the 19805 to prevent uneconomic bypass, the
FCC decided to reduce originating CCL charges and raise the terminating CCl 800 calls, though,
presented a problem since BOO calls were usually terminated on a special access line ( a closed
end). To remedy situation, FCC held that for calls with just 1 open end, the higher CCl rate
should be assessed on whichever end was open. AT&tT then introduced Readyline service,
which terminated on open end. To originating lEC, this looked like normal BOO call and it
assessed higher CCL. To terminating lEC, it looked like MTS call, and it assessed higher CCL.
FCC held that it was unlawful to assess higher CCl on both originating and terminating end and
required accounting

Teleconnect provides nationwide 800 travel service. Call is initiated by end user on open
end and is routed to AT&T Megacom 800 line. It is then carried by AT&T, delivered to lEC,
which switches it to Teleconnect. Teleconnect then sends the call over a private line to the
terminating lEC, which terminates the call on an open end. The caller must dial a second
number at the Teleconnect switch. Teleconnect claims this is like Readyline - a single call. lECs
claimed that there were two calls: the first 800 call which was placed on an open end and
terminated on a closed end to Teleconnect's switch, followed by a second call, which originated
on a closed end at Teleconnect's switch and terminated on an open end.
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CCB: "[T]here is an assumption that an interstate communication extends
from the inception of a call to its completion. We are guided by that principle
here. Just as Commission regulation does not end with an intermediate switch,
neither does the character of [a] call change at [an] intermediate switch." , 24.

FCC: "We agree with the Bureau that a caller using the Teleconnect ACA
service is making a single call. As the Bureau correctly noted, both court and
Commission decisions have considered the end-to-end nature of the
communications more significant than the facilities used to complete such
communications. . .. [T]he interstate communication itself extends from the
inception of a call to its completion, regardless of any intermediate facilities."112.

"In general all of the defendants' arguments ignore the fact that ACA
service conveys a single communication from the caller to the called party.
Indeed. from the caller's point of view. any intermediate switchini durini the
call is. as Teleconnect claims. 'transparent.' The record reflects that the user of
ACA service intends to make a sinile call terminatini not at the Teleconnect
intennediate switch, where the Mesacom link ends, but at the telephone line of
the called par1y." , 14.

• BellSouth Voicemail Preemption Case: FCC rejected argument that a
call to a voice mail service involves two separate, jurisdictionally
distinct calls: (i) the call to the telephone company switch; and (ii) the
call from the local switch to the voice mail apparatus. Rather, the FCC
found that there is a single interstate communication, the jurisdictional
boundaries of which were defined by the location of the caller and the
voice-mail equipment the caller was accessing.

"[W]hen a caller is connected to BellSouth's voice mail service ... there is
a continuous two-way transmission path from the caller location to the voice
mail service." 19

"The language of the Act ... contradicts the narrow reading of our
jurisdiction urged by the states that would artificially terminate our jurisdiction
at the local switch and ignore the 'forwarding and deliver of [the]
communications' to the 'instrumentalities, facilities, apparatus and services' that
comprise BellSouth's voice mail service. 111.

"Jurisdiction over interstate communications does not end at the local
switchboard, it continues to the transmission's ultimate destination." , 12
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Calls to ISPs are technically identical to FG-A Access Service

• There are characteristics ofInternet traffic that are shared by local calls. For
example, LECs carry this traffic over local interconnection trunks and ISPs
return answer superoision. But none of the characteristics cited are unique to
local traffic. All are shared by some form of interstate access traffic. For
example, LECs provide FG-A over local interconnection trunks and IXCs
return answer supervision. Likewise, LECs terminate interstate calls using
remote call forwarding interim number portability arrangements over local
interconnection trunks, and no one would suggest that such traffic is
therefore "loca!." The trunks don't define the traffic.

• § 6.8.11 of our FG-A access tariff in lllinois: /lCalls from end users to
the seven digit local telephone numbers associated with Feature Group
A Switched Access Service are subject to Telephone Company local
and/or general exchange service tariff charges[.]"

• It has also been argued that LECs have treated the traffic as local for
separations and ARMIS reporting purposes. The same was also true of FG-A
for a period following implementation of the access charge rules. Also, until
recently the amount of ISP traffic was believed to be small and would not
have affected other rates given the rough justice nature of separations.

A Decision that CLEC Traffic is Local Would Make Terrible Public
Policy

• Recip comp would not advance local competition; it may help some CLEC
profits but it doesn't encourage CLEC entry into local business or residential
markets. CLECs will enter those markets based on their business cases for
local exchange services, not based on windfall profits from Internet traffic.

• In fact, the availability of recip comp for Internet traffic reduces the incentive of
CLECs to enter local mkts on afacilities basis, because if they serve an end user with
their own switching, they don't get recip comp when they deliver traffic to an ISP.

• On the other hand, ifCLEC resells Ameritech service and originates [SP traffic,
which is handed off to another CLEC, Ameritech gets only the wholesale local
exchange rate and it pays full recip compo

• Convergence of Internet and telephony. Qwest.

• FCC cedes jurisdiction over critical component of Internet traffic. Also
precludes FCC from imposing some form of modified access charge or of
phasing in access charges, as they are brought down to cost.
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• The FCC's conclusion that existing access charges should not apply is not
tantamount to a conclusion that no form of access charge is appropriate.
Digital Tornado: "The notion ofusage charges should be distinguished from current
interstate access charges. ... The real question is whether ISPs should pay some new
cost-based usage charge."

• Inefficiencies: CLECs get far more than their costs or even the costs saved by
ILECs. See Exhibit comparing payments w/ terminating costs.

• MFN rights act perversely: in contrast to the forward looking economic cost
methodology the FCC has embraced for other purposes, CLECs are able to
obtain the rate that applies to the least efficient competitor, the competitor
whose costs of terminating local traffic are highest.

• Recip comp was meant to establish a level playing field, not a windfall that is
tantamount to a subsidy.

• Increases the subsidy that voice access makes to the Internet.
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Qwest's Nacchio calls long distance "the most profitable
business in America, next to importing illegal cocaine"

Ta.aCOMMUNICAnONS-

IT 1.""'1,-a.- ..IF_.,._IPllIIIPI
Whylong-distance Internet calling is about to take off

l ow can Qweat CommUDicatiou the nat If IDllIItbI. w'D ...
Corp. pt away with ebarIiDc juat rapid' JIIIp'ation." predicta
"" • minute any tUDe b' ..... Naccbio. Between 1.

tanee eallIrJr-tbe ultra ....-m pric- ad 81, • IIIIIth as "
iDr it annoaDCIc1 em Dec. 16T For one bIJIclIl eaa1d be 10It to
tbbJc, ICCOI'diDc to Premdent &lid Chief Internet~,
Executive OtBcer JOHph P. Naechio, .,. 11m BaD,..
"LoDe diItance is atil1 the molt prot- pntident of N­
itable buIineu in America, next to im- aearch 'at ActIon
port;lnc illepl coeaine." As bead of lona'- Information S.
distance marketing for ATAT untn last vices of FaUI
year, he should know. Church, VL

AetuaIly, Qweat can make ita audIrr- fllntemet tell­
cious oft'er-and atil1 match AT6'1's 1~ phony II ..,
to 2OlJE, net JJW1in&--bec:aWle it sends from DOft1t1 to
its tratIlc over • private ftheMptfc net- m.1nat rea III .
work UIinr Internet technology. That next year,"
method, says Nacc:hio, is far more em- agreea JetfreJ
cient than that of the conventional car- Kapn of c:onaul­
rien. Indeed, if Qwelt makes ita mark tanta ICapn 'Ne­
in long diItance, It won't be for under- com .AuociateI
cutting ATAT's best all-day rate by Besides beinc
SK-it will be for provine that Inter- more etIlcient than
net-baaed calling can steal signUlcant atandard voice net­
amounts of traftic from ordinary long- worb, which consume
distance cireuits. bandwidth even when
lAST TO ... Qwelt's oft'er heralds the there is ailence durinc • calJ,
coming of age of Intemet telephony. the new Detworb Uo~ COIl- •

Just a couple of years ago, making ventionallong-diatance carriers, who
phone calls over the Internet WIt a mutt pay 10caHIICCIII cbarpa and taxes.
challenge reserved for computer Such fees make up 4K of the typical
whizzes. Consumers still wDl have to lq-diltance eharp, Hall notes.
dial a few extra dialts to make cheap Unlike the pioneers of Internet tele­
eaIla. But now, improved PO-based soft- phony, bigger companies Uke Qwest
ware and routers make l%i'f't'!I~1:Ir.~_ ."Ji,i mostly route tramc
it possible for Intemet ....:&+! over their own net-
serrice providera to &eo llii worD. That lets them
eept standard tete. '" ;., ',' _.' manage capaelty to
phaDe and fax eaDa and 'u':L-~ -_ •.~ ••-_ . , .. ". avoid the acratehy
send them over the In- .~~~. IOUDd and half.....
ternet or private data ~::~ deJayI of aome Inter-I networks and then ~. net phone aetapI.

! back to the «mention- It. • Qwest iID't the only
i a1 phone network. CCIIDJIlUlJ with b1c am-
~ As a mua market . . , bItloM In Net eaDiDc.
lD . develope, companies WoddCom 1Dc.'I Inter-
~ such II ATft caaJd loIe '" ~ DIt dlviIion, UVNet, III milliODI of C1Utomers .£ ta1dDc aim at the •I and blDlou in revenue '.... . .•. •. bBllon fax marbt. Ear-
B to Internet ca1Bng. "In l;' .• " • 1y next year, it will of-..
I
lD

I

fer Datioilwlde ,.., for 10. a miDute,
-..- with tba tJp1cIl hI nIte
of~ a JidDute. Int8nIatioaa1 to
BritaiD will eoIt 19¢ a minute, half the
......rateDOw..
~ QweIt, which II build­

bIr • • bJIIIoJl DatfoInrIde Aer-optic
.work. will c6r Ita '1.k

rate on caDI ui1where
Ira the ccatiDeDtal U.s.
ItIrtiDI ill late Janu­
ary In DIne western
cities. The network
wm expuacl to 125
JDIl'Ir8tI iIf euly 1999,
when Qwestta nation­
al illtWOl'k fa IICbecluled

to be completed. Qwest
also plana fax. video­

conferencing, and
other services.

Eatablished
long-distance
providers are
making their
own fo:raya with
the new tec:hnol­
ogy. In August,

ATAT bepn oft'er­
ing domestic and

lonr-dJatance calls
from Japan at 4K

off normal rates.
Japan's Kowai Den­

thin Denwa Co. created a
subsidiary offering similar

services worldwide on Dec. 16.
XCI Communications Corp. and

DeutIcbe Telekom are nmJJinc trials.
While the data networks wDl help

cut domestic long-distance rates, the
biI implIct will be on intemationa1 caDs.
The averap 1oDg-distance call in the
U. S. costa about 1~ a minute, but the
averlp interDatlonal price is 89t!, Hall
sap. The pp has Bttle to do with the
extra COlt of an international call,
whieh is marpnat Rather, it reiiects
the pridnc power of a ama11 group of

~redieta that phone com~y
reveDUeI per mute on International
CIDa wm faD more than~ annually
t.hrooah 2001 IDd continue to decline.
-rhe wbeel baa been let into motion,"
.,. HalL Nobody lmowa how far It will
apiD. but at tbia point. It looks as if con­
aumen wm be the winnerL

Br Stnfn V. Bndl in 1M Angela,
tDitA P'" Elatrom in NeVJ York
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QwestTo Offer IP-Bued LoDI-DJstmce InSelected. CItIes
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1Dter~Week YiaIDdMdua1lDc:. : IDtemltte1epbony.hould let a biI c:ommerda1 boost1dwl Qwat
comaunicatioDllftterDatioDal IDe. JtaJ1:I offeriDc1oD&-diatanceat a low 70S cents perminute around·the-dockto
custoaenin ftiDe Wutem markets in1..January.

-Iihawewthe8m major compaD)' to de: phone-to-phone Internet te1epboDY," StephenJa=blen. senior vice
presldent for COJ:IS1mlC'markets, said Monday.

'11le ..w:.wm be tuptec1 at 1maD. buliDeaes cdCODlUl'lW'l wiJ.lmI to trade offCOIMmieDce for rates at leut 25
peu:eDt be1owtbole tJPiClDy offeredbythehielcmc~ COIDPIJIieI. A QWIIt CUItOmet wI1 b&'fe to d1Ila1ocl1muD_ad tbeD a paSIW01'4before thanuaben for. Pen caD. ...ttfor~AIMolut:eIJ DOt.. JlCDbsen .
aMeded. addiac tbathis company isworking to secure euy-to.-remembel' aceeu numbers and to reduce the amount of
o:trI dfaliDJ euatDmers mOlt do. .

StiJ1. the...wDl be euierand morewideJy.vaDablethan has been the cuefor Intemctte1ephoAy, which in most
cua requins apersonal computerwftI:l aapecIal 'VOice cud IDd demands thepart!a to lChed.u1e the can.
Qwut said ithu OftIQOmecall~__ thathaw~IDtemet te1epIJ.on)rbyWtue ofitl useofdata pacbtI
trIDIIDitted oteI'apatl:hwDrt ofDdwmks.1Dstead oftha conDICtioU ofthe conventionallWltdledpboDe
ayItIaL1hekeys are thatQwut'. itate-of-the-artfibel'-optk:network requires neither data c:ompnaion nor cem*'lion
betweeD cJtffereDt DtlWOrktedmoloJia, Jacoblen Aid.

1hetDidIl aarUtI anADlbeJm. LotADp.les, Oakland, sacrameato. SaD PI'IDdIco aDd SaIl.TOIe. CIBf.; DeImZ; 1tIDJu
<*'1, Kaa.; ad liltLakeCity. Qwestplalll 1'0 mc:reuetile II1UIlDerofmdaltD 25 by mtd-1998 aD4to 125byearly
1999. 'lbe roUQut.m follow the compauy'l west·to-eut IletworkbuDdoatto~major population centen.

1'tIpJdtncmePOtential..oftbe market. Jacoblen said only: "'If. not a nit, that"1 for sure. Howbfa a market it
becomes. we'l1'hawto see.II

'111e ,..kat rate=on ItatHo-Itate ea11I within the 48 COI'dpouI.... ID-state caDI maybe more or less
~ dIpeDc . on npIatonl nt& ItnJctI1ftI andcompatitM CODdItioDi. Jaco'bte.n laid. He aid an
lDllOWICeDlent onintematioul canine would be forthcominc-
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UDder~.1ppIOIdI, caUen cIIl fDto alocll QweIt...pUt.__t1w.Ir...an t1'aDItbrJDed into di&ita1
pac..of........aDd tnDlP'ittecJ Oftf"QWIItIIItW8Ik.Oftca t!leyNlch tMlrdlldDldon. thepecUts wmbe
~~~.~~.~~~.~~~~.~c:o~~n~- .... -~ .._._._.--T
By ~. ftIlWm't iDItead ofAft'r. artomeodser lq-diltance c:arriet.. III l

that oca1 com" ICCOWlt • /
one eana, ucl the.Y 10 alizeab1e portioD ofthe loCI! PhOft~J

_. .. _ -.-....- -. ..-.......... "...... . -_.- --.-_.-....
--------:-:~~~~.2i rate ofabout7~ cema permiDI1taII aboutha1fwhatsmall~ IIl4 COlllUlDetI ,.,to make calli dutillI
~hoan underthe phoDe companies'~ plana. Promotional rata from the phone compaDia 10 u low1110
ceratI aminute..

~. DItWark does not rach everypart ofth.e United Statu. But IUbacrtbers to the DeWJerVk:e will beable to ca11
IZl)'WI8e ill the COUDtr1at DO extra chIJpbecause Qwest wiD. bear the COlt ofc:a1lD'Cdnato c:allYeDtloaaJ phone
D8tWaJU wbera nec:esury.

Joeeph P. N.ccbio. prelideDt and cao ofQwIIt. aid. "We are fundlmentaDy shlftiq the cost curveand theprice CUM
forver,y mum, mus-marketed. ubiquitous semce."
Qwat'l a.etwork URI Internet Protocol. the technique uaed to deltter iDfD11DatiDn Oftl'the Internet. Nevertheless, It
dttfms fnmt IntImet telephonyIeMces InIMl'll impon&llt respects.

The typicalIDtemllt phone IIn'icetraundtI calb ftom computer to computer. DOt pboue to phone, and the aounQ
quaUtJteneJs to be poorbecause ofthe teebldques used to speed the flow altho pacbtI 0ftI' the IDtemet. Qwest"1
aetwaItbu 10 lauchca~, Nac:chla aid. that it does Jlot ha've to maR COIIl]m)1Ililel bllOWKl qualit)'in orderto
traDlmit c:a11s. .

At. cablo "IV ln4Dstty trade show lastweek,.1C'felI1 campania deID.omtratecldlatthe IOUDd qaa1tty ofcaDs trINmitted
via Iatemct Protocol liDO dJ1fenmt from COIMIItioDal__ caI1I tfthe7tmel on ahtP-e:apadtynltWork.And Qweat
is "probab1y0"oftbebestpOlidonedbraadbaDd flcDftte.c to see this (tJPeofphone-*e) OD, simplybecause It's
new. it'. hsb tedmo101Y. trslow usap. and.~ lot the capability,· said Iarbua 11b. an anal)'lt at Zona Research
in Re4waa4 City.

"Wbattbil will d.o.-lila added. -fa Ipar the talephoDe collq)lnies to Jet Into tbiI (~of1II'Vlca) forthelr awn
pratICIIGD... 'D1e pb:me compazda a1Io1Ia'feto WOl'I)'about the cable inclustzyand ita bJ&lHpeed cable modems. which
Coul4Itbwi1emakc~ phone.mce pau1b1L

IIltemct....hu two dlstiDet......over Qweat'.1etft&:e: It coati WtuaDyllGtbbaaaftdtt caD be WIed
intenIadDuD)'.liaa:hioaJdthat~.pia Is to expud its IeI'Vlce eftIItUI1JJto Include lDtematkmal c:aJUna, but
ftnt it must COJDP1* itllletwOIt in the UDJtedStates..

I.JDCbed In1"by nlImac! tycoon PhIlIpADldmtl, QWIIt....by1aylDa itanr. tbrou&h SoutIIem PIdfic
JiIht-of-way. NICdUo said thattbat the Dew10Dl-e!lltanceservice was the first of IDIIIY retail semees tbat the CGIIlpany
p1.lnnecl to lauDch.

(I:) 199'1. SInJose (CIDfJ Men:myNews. DIatrfbutedb7XAi1ht-JUddertrdbune Bu 15..News.
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SanJOII MIIaU)' N3WI via Jtm&ht-1Udder,lTribune Yia Individual Inc. : ByJon Haler, SaDJose Merc:wy News, Calif.
1Czd&ht-Jddder/TribUDe BuslnasNews

nee. 15-AwncBconsumers can IUmpse azacwln in lCM-COltteJephoDe communication toMy, u QweIt
CommUDk:atlons m.~unces the5rstlOIll~ service that usa Internet: tedm1ques to U'lnmdtamVlDtional phone
ca1lI.

'1be aenice. whld1 is tarpted at CODIUZllelI and IIDIlllmsineaea, wm be awiJable izl1ateJazwat)'mDine dtiea,
iDcbJdi"C1aDJose, San J'raDcisco IDC1 Qalr]aM. "'udPl from cumat iDduIb7pzice1, phone c:aItOIMIS In thole cities
wm ftDd Qwest'. service, at 70S C8Dt1a minute, fir and aWIYb1eutexpeul¥e Option avdableto them.

QWItIt II aD \)JtItart, DeDwr-baedfirm that isbWldml an enormous fiber-optie utworkto ......mucb oftbe UDItId
States aD4Jlalco. So far, its main line ofbustnas bas beenprovldinz CDmmunicationJ capacitywholesale to other
phcme compaDies.

Its mote Iato ftlIII..ctifIwncebIPl....howtbe communlc:atkau iDduItry" ihIftt.IllI'UDcJertbebdlueDCe of
CDlDpaterteehaolo&Y. tnaa~ applOId1 to adata-0rieDte4apprDlCh.It" JIpat•• DeWattack OIl the
lnc:slrraMDt pboz2ecom,.-bothJq~ceaDd local.byftnDI tbat proYlde couumea • Dovel way to connect.

Indeed. the peat8lt1lu'eat tD thepboDe CDJDpeia JDa1 comefrom~. netwoIb lUre Qwat",wbic:h caD 1DOft
iDfonDadoIl falter aad mOR efIdentlydumthe rteIoDI1leUa orATaT can.NumenRJl_-~a,
iDcludiftl!Coll and IIlte1, are exploriDg ways to _ thebroac!baDd cable TVIletWDrb to bJpIa phone
raetwDIb. Otber c:ompan1el are afterlD& '1ntemet telephony.· 'WhIch transmJts \l'Qices from computer to COlllputerOYer
tha Intemet at low coat - and. 10 far. low quality.

Portheirpan. the phone companiel are alnad.YbIIIJmtDI to rupond to the c:ompedtitopramre, teItinI and.
mtroc'DcI.._ ~..to IDO'Ie IdmDatlcm OVIl'tMJrDItWo1bItbiIher speedS.1heIeinducJe such
data«feDtId..m=- U ADSI..t or..,mmetrlcdJ&lta1 sublcliber line.

QnIt dllaalle6 its bUtiatift in anlntBrvlewwith the MercwyNews tbat came too late to obtain comment from
c:ompetincaervkes.
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QWBST TO Ol'J1.E1lJNTEBNET-IJ:I(E IDNG DISTANCE SBRVICE

• a : a :a ¢ =0 : .a 'A i a.u". a:A.sa ,.. mea a SiCAC. "at.co, zauhap_cua, .:s a _waR to as is : -
-
:oJOI:tlNICATlONS DAILY via Indmduallnc. : Qwestwill iDtroduce Intemct PIotocoI (IP) telephonyItIVIceinJa. ill
i ......,.,.aid MOD. LoD& d!staDce c:dI wID require em.steps butwill eDIt1.5eatspermID. QuaIttyaDd
reUabIHrywillbe 011 parwith trldltiaDll service, Qwest said.

"CoIlaeIledbluocIuction" wiI1sene~Denver. laD_City (Kan..), LA., OUl'Dd, 8aerUDeato,8IItLa1ce~,
SI1l PrIDdIco, SinJose. Qwat expects to expand to 25 cities b,yI1DllIIIV ad125wheait CODIJlCea 16,OOO-mJle
netwo1t in 2nd quarter ofl999. Cnrrently. 3,350 miles are actM and at leat IIlOther U50 miles hawbeen Juta11ecL

CoDlWllCl wiD haw to maU local CI11 to Qwut network, enter pauwoJ'd. then place.d!ItaDcecdL CoapayIItd
lIeDOf111OUJbaaclwIdth- ofoetwurt allowslt to IIIld votce trlftkwlthoutc:ampmaioD ucJawiclproblema that haft
pIaped 1P telephony, IUd1II Iatency- nodceabIe deIa7I betwIerlspeaMlllIIdheariDI-and saatdr; IOUDdlftI
trI1'IIIIdIIioD Semce will be offered at flat rate considerablylowerthan those ofcompetitan sudlas ATJa and Met,Jet
spoMswamara MazyStrom'bey saJet it atm wm tum profit on IP calli.

MIIIJbUftlttdl1Il_he cleared forWDtUre to J11CCISiMI~ of.......'tbe eM)' or c:beap, MCI
spollliND Jt.oMrtHolldM IIicL He IaktCONUlAClWDD't1Wltdl UIIIIltbeltlf.wk:eth. are........
WIth Its -.lily. Buthe lDdatherlqree4tbatudmolcvhubrIPt faturI. oal1.....bIiIJIwhID aad for...
Mel"'ATWrbPe ICkDow1edpd that SO" ofphoae trdiewm be OD IPwldda.lO,an1DCl1llclthey.-.1b1cI.JIDI
meld.JimDar oBin. tJUDet alreadyden IDtemet-huedfax seMces.whicb b)Ipus10Dl distance cbalps. MIQOf
bizldraDceto Jl te1epboD)'has been reliance on Ilow, umeliablepublic IDtemet.

~COIIIpanyhuD'tbeeD knowD u phone.GVlce prcMder. MOlt ofitlmauesha~come froID CDDIUucduA
..~ltIMtwOItto otbet camen.1'tI3rd-quarter~. tr.ClDIII1IIerda1I1ftu,IllI8ItlyU11bnnde4
.........."ORb'111.4 mA1'M, caaPllldwith $1S6.s IIlmlall from CODItnxtIoD. QwIIt I1mOUIICId 5 dea1I mOCt.
worth totI1 of$90 mDlkmto providewbo1eaa1e dirk tiber.

S • t au
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~Order Now
Hom. S••rch

Pc to Phone_
call regular telephones throughout the world wtthout paying regular long
dl.tance rat..,

Internet Phone 5'slntegratlon with VocaITec's revolutionary T.lephony Gateway
technology makes It poealbIe to caB a regular t.\eptloM ~r the Internet. By Ilgnltlg up
with an Imm.t Telephony Servict ProvIder (ITSP), you take advantage of tremendous
cost savings by sending your c.a ov.r the Int.rnet to the ITSP's Vocarrec Telephony
Gatewey. The Gateway then aends your call over the Public Swltc:he<l T.lephone
~twOtk to a regular phone. The person you're caning doesn't even need to know the
Internet .xistsl

Voc.IITec
TNphony
c.tCWl)'.t .

rTSP

I ---S-
PSTN-

Choosing an ITSP and placing a call

Signing up for service is .asy.

• 1eIIs' • etry • coyntry "., ....De " 11I1.
• a-from Itw liltoIlTSP'. who pIlMde aeMce \r) 1M rwgion you MIect.cl .nd elide 1M link Illlha

rTSP'.......

• SI.tlIcrba to 1M ITSP hom 1M Web.

• The 1TSP wi! pICMcle you wtIh an Intama! P!loM SeMce file wtIh • user name .nd~.

• hwIM lntemet Phone SeMce Iv. \r) your hard drive.

• Dial 1M phone nurro.r in ... cd 'MndOw and~ 1M Cd butIl:ln.

After this Initial Itt up process. making phone cal\s is as easy as dialing and clicking
00.

:~:."

• Start Inlamel P!loM and choose~ or cliCk
tile DiaIet ioon (shoWn in Nd). The 0iaIer window

appealS.

• Selact tile rrsp lnlm 1M.. appearing in tile drop boll

under tile Iwyped.

• Emat 1M ClOUIIIIY code...... code. and phone null'ClalS
__ by wing your~rd or by cIcldn; 1M

numbers Oft ... Uypad wlltt your 1'IlOUH.

• ,.... tile Cd bu1IOtl to~ your cal.

• The V-rTfIC Telephony Gateway.t ... ITSP Cl\eckS
your _me.nd~ .UlOINtically III valida'.

that you 8....uthorIZ.cI to use INs gateway.

1-



Dl. C. C. DocketNos. 97-0404, 97-0525, 97-0519
Ameritech lllinois Ex. 1.0 (panfil)

Exhibit_~o. 1.4, Page 2 of~

VocalTec Intemet Phone 5.0 • O\1!n;e-' http://www.wcaltec.com/produets/iphone5/o\1lnie.A·.btm

~Order Now
Home Se.rch

Overview
Have you ever dreamed of:

caIIng from your PC throughout
the wocid - even to your parents
IMck holM- without paying long
distance?,

~
"""-;--~-'_"T';~_ ... --~-_.:~ "i

-'" .... .

r-< i.c,~,.;_ '.,
,~ ........~ .

~"

,.. I

A new telephone haS bien born. Join the millions who have
already discovered and become part of thllntemet Telephony
revolution. Now you can have unlimited long distance phone
conversations with enhancecl auc:f1O and vldeo quality and • fuR
suite of multimedia features at your fmger tips. See thI person
you are connected with in real time motion - SInd voice mail ­
Make direct calli - Exchange files - Create, ecIIt and view
documents in real·time with others from around the wor\d.

Suing thI face of a tar away
loved one u otten u you like?

Matcing a face-to-face business
meeting no matter where you

.,.....~;~;:. are?
...~....

, . . ::-:--~ Having Instant access to people
e.,; .; =,d ;,;;rs around the glClbe who share the
t~ - • _. '.. :4 same interests as you?
~-- '-,' --,.~

'I.......~...-=_o:.i! I :=;=-:.~=...
. wiDDDIl products, SIts a new
. • ........ ~---:"'. I .lI standard In Internet Telephony
- .'-'. ... -_.. software,

Multimedia Communication· Talk, View and Share

Call a regular phone

With Internet PhoM R...... 5, you can make Internet Phone
calls from your~er to a regular tllephone • made poqible
through integration with VocaITec's revolutionary Telephony
Gateway technology.

Community Browser

The Community BfOWMf ..rve. u your vhtuaI neighborhood in
cyberspace. More than just text chat, thI Comnwnlty Browser lets
you meet and speak with others around the world with similar
interests.

Whether you',. caRing a famity member, business associate or
juet loOfcing for a new trtend in another part of the wottd, Internet
Phone wi connect you In a way you never thought pouibIe. Now
men than ever, there', no need to worry about long distance. The
whole wortd Is oriIy an Intemet Phone callaway.
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r.....-,_StnIcts_ .
v..r.c w.uww. VIrtIII rt.twwk

call regular telephon_ throughout the world wfthout paying
nISlIular long distance rl",

Wllcome to the VocaITec WoMMde Virtu.. Phone Netwott. Intem« Phone 5',
integrnon with VocIITec', revolutionlry Ttllpnony Gaw.y technology mlk. it
poaaibIe to cal I regullr telephone over the internet.

Sign up with In Internet Service Provider (ITSP), end you' be Ible to take Idvantage of
tremendous UYings by caJling from your PC or phonete aregular phone anywhere in
the world.

Click on the ..... of the map you wish to call, choose from ,list of participating
ITSP'" sign up for service and start saving on long distance calls.

PIe.,e Note: for optimal performance, I fuklup!ex soy~d Clrd is recommended.
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BlZl'IMi

~

.Coverage and Rates

USA WubiD&ton DC IO.I0/ftrst miD. 1 301,703,202SO.O'5/adel. min.

San Francisco
SO.10/&st min. 1 415SO.075/add. min.

San Jose SO.IO/&st mln. 1 408fO.O'5/add. min.

Los Angles SO.IO/flrst min. 1 818,310,203$o.o7S/adel. min.
other cities 'O.12/min. 1 all other area code

China Beijing SO.59/min. 86 10
Hong Kong SO.30/min. 852 all area code

Taiwan All Cities so.n/min. 886 all area code
Korea All Cities SO.22/min. 82 all area code
Lebanon All Cities O.4S/min. 961 01,03,04,05,06,07,08,09

• Always dial country code, area code with phone number no matter where you are.

• To get the best performance, please use headset and full duplex sound card.

• All rates are subject to change. Biztrans will announce rate change and effective date
to service subscribers via email. Please chech back often to see the new support area and new rates.
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WebPbone http://www.q.benlu.net/webphone/

au ea.a.-c. au ._=sz: _.. __ .... ==== - -
WebPhone is the professional, full featured Internet

telephone with integrated voice-man from NetSpeak. WebPhone provides telephone quality, real-time, full
duplex, encrypted, point-ta-point voice communication over the Internet and other TCPlIP based ne
tworks. Using WebPhone, you can talk to anyone, anywhere on earth without incurring any long distance
charges.

Major Features

• Telephone Quality Audio
• Point-ta-Point Calling via e-mail Addresses
• Full Duplex Voice Communications
• Integrated Voice-Mail System
• Complete Caller ID
• Personal WebPhone Number Directory
• 4 Lines for up to 4 Simultaneous Conversations
• Call Holding, Muting and Blocking
• Interactive Multimedia User Manual
• and much more

System Requirements

• Windows" 3.1, Windows for Workgroups 3.x, WIN 95, WIN NT or
Win-OS/2 Warp
• 80486 - 33MHz PC or faster
• 14.4 Kb Modem with error correction or faster Internet connection
• 5 MB of free disk space
• MCI compliant sound card \\ith microhpone &speakers
• Winsock 1.0 or greater compliant Winsock library
• SVGA display adaptor with 256 or more colors limitations

Umitations
• 3 minutes oftalk time allowed per call
• Only 1line may be used
• Amaximum of3 Phone Directory entries allowed
• 2 received Voice-Mail Messages can be retained
• 1custom OGM may be defined

You may remove these limitations by activating your WebPhone

Get the WebPbone

Download the phone from: Cybemex, Inc. at ftp.cybemex.net/webphone/
Select the file wpSETUP.EXE (1,422,704 bytes)



•

End User Revenues Compared to Cost for
Typical Local Voice Calls and Internet Calls
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• Revenue Received
from End User by
Amer1tech Illinois

• Cost When Terminating
on Ameritech Illinois
Network

• Cost When
Terminating on
WortdCom Network

o Cost When
Terminating on
TCG Network

a Cost When
Terminating on
Mel Network~nce

UntIrned80
Mlmhca.to

ISP

R....ra
UnIImed«J

Mlmhea.to
ISP

Rnldence
UnIIrMd20

Mlmhea.to
ISP

NOTICE
PROPRETARY DATA

NOT FOR use OR DtSCLOSURE 0UTSmE AMERITECH
EXCEPT UNDER Wid' teN AGReEMENT

Av .
R nce

UnIImed lOCllI
ea.

Av.... ea.
SUbfed to local
Compenutlon

$0.70 _,------ _

$0.60 J j
$0.50

$0.40 1..,--------1

$0.30 1..1--------­

$0.20 ..L,-------

$0.10 -1...------­

$0.00



Ill. C. C. Docket Nos. 97-0404,97-0525,97-0519
Ameritech illinois Ex. 1.0 (panfil)

Exhibit No. 1,2, Page-I of 1

AMERITECH OPERATING COMPANI3S TARIFF F.C.C. NO.2
Ith Revised Pa.. 202

Cancels 5th Revised Pae 202

ACCESS SERVICE

5. Switched Access Service (Cont'd)

1.1 Rate Regulations (Cont'd)

1.1.10 Application of Rates for Extension Service

Feature Group A SwitChed Access Service is available with extensions. I.e.• additional
tennlnations of the service at different builCllno(s) In the same or a different LATA.
Feature Group A extensions in the same LATA and same state are charged for under
the Telephone Company's local and/or general eXChange service tariffs. Feature
Group A extensions in different LATAs are provided and charged for as Special
Access Service. The rate elements whiCh apply are: A Direct Analog Service Local
Distribution Channel, Channel Mileage Terminations and Channel Mileage, if
applicable, and Signaling Capability, if applicable. All appropriate monthly rates and
nonrecurring charges set fonh in 7.5.3 following will set fonh in 7.5.3 following will
apply. Such extensions are ordered as set fonh in 5.2 preceding.

• r enlral X a I.1 as aSbll). e monthly bills rendered to customers or their Feature
Group Aswlt Access Service will indude a credit to reflect any message unit
charges collected from their end users under the Telephone Company's local andlor
general exchanoe service tanffs. The credit will apply for recorded originating usage
or for assumed originating usage, as appropriate for the FGA service provided. When
the credit is applied on assumed usage, such credit will not exceed the assumed levels
ot usage set fonh in 6.8.7 precedino. No message unit credit will apply for any
terminating FGA access minutes. The message unit credit for originating access
minutes is as set fonh in 6.9.5 following.

1.1.11 Me•••ge Unit Credit

C.... from end users to he l
Gro AS

1.1.12 Local Infonnatlon Delivery Service.

Calls over Switched Access in the terminating direction to cenain community
infonnation services will be rated under the applicable rates for Switched Access
Service as set tonh in 6.9 following. In addition, the charges per call as specified
under the Telephone Company's local andlor general eXchange service tariffs. e.g.•
976 (DIAL-In Network Services, will also apply.

Issued: August 25,lI'~ Effective: December 15,1'"

Director, Federal RegUlatory Planning & Policy, 4062
2000 W. Ameritech Center Drive

Hoffman Estates. illinois 60111-1025
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ILL C.C. NO. 21
Original Page 202

ACCESS SERVICE

I. Switched Access Service (Confd)

I.' Rm Regulations (COnfd)

6.'.10 Application of Rates for Exten.ion S.rvice

Fellure Group A Switched Access Service is available with extensions, i.e., additional
t.rminations of the service at different bulldlng(s) In the same or a different MSA.
Feature Group A extensions in the same MSA and same state are charged for under
the Telephone Company's local andlor general eXchange service tariffs. Feature
Group A extensions in different MSAs are provided and charged for as Special Access
Service. The rate elements which apply are: A Direct Analog Service Local
Distrtbution Channel, Channel Mileage Terminations and Channel Mileage, if
appjjcable, and Signaling Capability, if applicable. All appropriate monthly rates and
nonrecurring Charges set forth In 7.5.3 following will set forth in 7.5.3 following will
apply. Such extensions are ordered as set forth in 5.2 preceding.

1.'.11 M••••ge Unit Credit

1.'.12 Local Information Oeltvery Services

Calls over Switched Access in the terminating direction to certain community
information services will be rated under the applicable rates for Switched Access
service as set forth in 6.9 following. In addition, the charges per call as specified
under the Telephone Company's local andlor general exchange service tariffs, e.g.,
976 (DIAL-IT) Network Services, will also apply.

Material formerly appeared in ILL. C. C. No. 15. Sedions 6.8.7 and 6.8.10. Page 222 and Sedion 6.8.11.
PlOe 222.1.
Issued: February 16. 1996 Effective: April 1, 1996

By D. H. Gebhardt. Vice Pres. - Reg. Affairs
22S W. Randolph Street

I


